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Introduction and economic context 

Stephen Hammond MP 

 

On March 11th the Chancellor set out the new Government’s economic policy aims, which 

involved letting hardworking families keep more of what they earn, backing business, investing in 

innovation and infrastructure.  

The economic outlook produced by the OBR suggested at that stage Covid-19 would have a 

‘significant’ effect but that ‘neither the size or the duration’ could be predicted with any confidence. 

Growth was predicted to be 1.1% in 2020 and growing through the next four years. Borrowing had 

originally been set to fall to £33.3bn in 2023/4 but with the new fiscal loosening it was now 

expected to be £66.7bn. 

The first statement of financial support from the Chancellor came less than a week after the 

Budget, on March 17th. As the support for business and the economy necessarily increased, so 

has the cost. The borrowing figures in the Office for Budget Responsibility’s July ‘Fiscal 

Sustainability Report’, showed that the borrowing number expected for the fiscal year 2020/21 is 

£322bn and estimated to remain over £100bn in each of the following four fiscal years.  

In the last two decades fiscal rules have been devised by governments to restrict borrowing. 

Osborne and Hammond set out to reduce the budget deficit left by the Labour Government and 

had set an initial plan for a fiscal surplus by 2015/16. In the March Budget the new Chancellor set 

out new borrowing limits which saw a longer trajectory to fiscal surplus to allow the infrastructure 

boost the Government promised. 

Any government has a range of fiscal and monetary instruments available to them; tax, borrowing 

and public expenditure. Inevitably the debate between tax and spend and the levels of borrowing 

will re-emerge as key issues, and quite obviously there will be a need for a balance between them 

all.  

In the post-Covid economy where many people and companies have made significant sacrifices, it 

is unlikely that all of the usual economic levers will be available to the Chancellor. Firstly, in order 

to allow a battered and bruised private sector to recover, it is likely that the space to increase 

corporate taxation will be limited. Similarly, personal taxation could impact both economic 

confidence and demand so is unlikely to provide any short-term source of income. Equally the 

appetite for further and larger public expenditure restraint is unlikely to be politically viable or 

economically possible. 

In the short to medium term, this means borrowing will take the largest burden of securing 

economic recovery. If we do not want to bequeath the largest ever generational debt legacy, a 

return to sustainable sound monetary policy must follow in the future. One obvious possibility is to 

redefine debt, not only into the usual cyclical and structural elements, but into a ‘Covid’ or 

‘exceptional’ element like the debt associated with World War 2, which had a much longer 

repayment period.  
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However, it is not the purpose of this paper to provide new fiscal rules, the reclassification of debt 

or to expand on modern monetary theory. Nor is it our purpose to redefine economic geography in 

any detailed manner.  

The essence of the One Nation tradition within the Conservative Party is the philosophy that 

economic and social policy should be designed to benefit the ordinary person. That philosophy 

embodies a belief of not only self-responsibility, but responsibilities and obligations to each other, 

our community, our country and our planet. One Nation Conservatism believes there is obligation 

to leave our planet in a better state than the one we inherited.  

In economics the One Nation tradition supports efficient free markets and is pro-enterprise but 

opposes monopolistic distortions and privilege. In social policy, we believe in the creation of 

equality and opportunity for everyone, so that everyone has a right to a fair chance in life.  

We accept that some challenges transcend national borders. The international challenges of 

history, the present, and the future require multi-lateral responses and multi-country commitments. 

We have strived to set out a coherent thread of ideas which could be included in the November 

Budget and could provide growth solutions if tax and restraint are not available. However, all of the 

recommendations are based in the One Nation tradition of economics.  

The creation of Economic Development Zones will create zones of opportunity and employment 

bringing underused or forgotten areas into effective use. We propose local governance backed by 

both a central government package of incentives but also the regional recovery bonds for finance. 

These new zones will have obligations to modernize their production, embed the obligation to u-

skill local communities, and adopt “green growth” principles.  

We further propose that the zones be aligned to new technologies, so we recommend the creation 

of a Fourth Industrial Revolution Emerging Technologies Adoption Fund. The Fourth 

Industrial Revolution will radically change the way we work, regardless of sector, industry or 

region. There will be a need of diverse policy responses but only by adopting the latest 

technologies such as AI, 3D printing, big data and embedding them into the way we produce and 

the way we work across every industry and region to ensure that everyone will be able to embrace 

the opportunities of the future. The fund’s name establishes its purpose to create the finance, focal 

point and structure to accelerate adoption of these opportunities.   

If as One Nation Conservatives we believe we are all in this together then the creation of a right to 

prevent economic distortions for consumers is a pragmatic embodiment of that. All too often 

financial institutions and energy suppliers, amongst many others, have loyalty penalties, with 

contracts rolling over to a worse deal unless the consumer intervenes, or the best deals are only 

open to new customers. In whatever case the outcome is the same; not all consumers are getting 

a fair deal. Therefore, we propose a new consumer right to prevent loyalty penalties. This right 

would be similar to existing rules that outlaw inertia selling and the rules preventing false ‘on sale’ 

claims. It could easily be part of the body of consumer protection law that already exists.  

Equally every business also has a responsibility to the country, and even more so if the taxpayer 

has directly supported it. The UK taxpayer has underwritten 100% of the Bounce Back Laon 

scheme rightly to protect businesses and jobs. These are loans and not grants, as so many seem 

to assume, and they should be repaid as businesses recover. Therefore, we propose the creation 
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of a ‘Bounce Back Loan Company’, similar to the student loan scheme such that as a company 

recovers some element of its profits will be apportioned to pay off its loans. The volume of loans 

outstanding suggests that this should be established as a formulaic and automated process to 

guarantee certainty and efficiency.   

These are just four of the recommendations contained within this paper and a full list is on the 

following page. This is the first of the One Nation Summer Series of papers, covering a range of 

different topics. There will be separate papers on jobs and unemployment, and on social mobility 

in the economic sphere. My thanks to my co-authors John Stevenson, Alan Mak, Julie Marson, 

John Penrose and Philip Dunne; to my researcher Jay Crush for editing, to Luke Stanley for 

helping with publicity, and to the One Nation parliamentary caucus for their guidance. 
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Recommendations 
 

Below is an aggregation of all the recommendations made across this report. Not all the 

recommendations will be agreed to by each author, and their specific recommendations can be 

found at the end of their contribution.  

 

• Create local and regional economic bodies to drive and implement economic growth. 

Establish remits and accountability for Local Authorities, Regional Mayors, Local Enterprise 

Partnerships and Economic Development Zones.  

• Accelerate the freeport consultation with no limit to the number to be established if the area 

is appropriate, and where not appropriate, investigate the benefits Economic Development 

Zones could bring instead.  

• Introduce Economic Development Zones, with oversight from regional Mayors, incentivising 

establishment alongside freeports, and aligning this status with new technology or specific 

industries. 

• The National Infrastructure Commission should revise the National Infrastructure Strategy 

to recognise the post-Covid economy and increased regional infrastructure.  

• Revise and adopt a ‘Modern Industrial Strategy’, which recognises the need to invest in 

science and innovation, as well as recommendations to encourage trade and inward 

regional investment, cultivating world leading sectors and extending city and sector deals.  

• Introduce an extensive package of tax and financial incentives to support economic and 

social objectives to investment in certain areas.  

• Establish ‘Regional Recovery Bonds’ to allow for individual investment.  

• Use this period of recovery to press the fast-forward button on helping our regions turbo 

charge their economies by adopting new technologies quickly, ensuring these technologies 

are exploited in every area of the country to create new jobs and rising skills levels in every 

community. 

• Fund initiatives to help traditional manufacturers upgrade their technology, they enable 

firms to stay in business and keep their workers employed by becoming more productive. 

• Every Mayor, Economic Development Zone, and Local Enterprise Partnership should 

devise a regional industrial strategy which sets out how that region will embrace the Fourth 

Industrial Revolution; and then have access to a Government-backed Fund to disburse to 

local SMEs who wish to accelerate their adoption of technology to become more productive 

or green. 

• Every local council should task one of its Cabinet members with specific responsibility for 

the 4IR, and create a taskforce of local councillors and officers to devise a pro-active 

strategy to help their local economy benefit from the Fourth Industrial Revolution. 

• Introducing new regional Fourth Industrial Revolution; technology adoption funds and 

regionally focused Emerging Technologies Investment Funds. 
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• Allow private investors to invest in an amended Future Fund scheme via an Advanced 

Subscription Agreement. 

• Lower the match funding minimum to £100,000 Future Fund plus £100,000 investors in its 

amended reincarnation, to enable smaller businesses across a diverse range of sectors 

and geographies to engage with the scheme. 

• Issue an initial £5bn of 30-year bonds to cover the government element of investment into 

the future fund.  

• Establish realistic criteria and categorisation of the post-Covid indebtedness of businesses, 

with an understanding that there is a distinction between repayable, sustainable and 

unsustainable debt. 

• A ‘Covid Resolution Trust’ should be set up, to manage the future of business interruption 

lending, to secure the best economic outcome and recovering taxpayer monies, and to 

take some emergency debt off the balance sheet of commercial banks. 

• The UK Government should take medium term equity participation in companies it has 

supported as well as new technology or growth companies. 

• Set up a ‘Bounce Back Loan Company’ along the lines of the Student Loan scheme to 

secure repayments of the loan.  

• Stop multi-billion pound consumer rip-offs that afflict millions of households in everyday 

sectors like gas, electricity, insurance and mortgages, with a new consumer right to prevent 

loyalty penalties.  

• Embed achieving net zero within policy making across government, so every department is 

required to pull its weight to meet net zero by 2050 

• Back British green industries of the future and low-carbon infrastructure projects, such as 

electric and hydrogen fuel-cell vehicle manufacturing, and renewable energy projects. 

• To reduce the number of people who need to commute, the nationwide rollout of superfast 

broadband needs to be accelerated, not least if 5G is now going to take longer.  

• Start funding British green initiatives with ‘green gilts’ and so encourage the UK as a 

leading market for green investment.  

• Use the Future Homes Standard to ensure homes are built to a standard which achieves 

low energy use, without subsequent retrofitting. 
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Economic recovery and regional policy 
 

John Stevenson MP  
 

 

As we emerge from the present crisis it is clear that we are going to find ourselves in a very 

different economic environment. 

As we set out, the only logical conclusion is that the economy needs to grow significantly and 

quickly – along with employment so that tax income takes pressure off the amount the 

Government needs to borrow. To achieve this, the overarching policy must be one of going for 

‘growth, growth and more growth’.  

But such growth will be within a context of receding international trade, a retreat from globalisation, 

a reassertion of national interest and a degree of national protectionism.  

In our country, London and the South East have dominated economically over the last 30 years. 

Driving economic growth with innovation, high employment, a skilled labour force – which has 

come along with much higher wages.  

In contrast, the regions have variably struggled, with some areas doing reasonably well whilst 

others having stagnated or declined. The wealth and success of London and the South East has 

often been driven by a more productive environment whilst the regions have suffered from lower 

productivity. 

Whilst some differences can be attributed to the composition of industrial activity, ‘horizontal’ 

issues such as skills, connectivity and innovation appear more significant in general. PWC used 

cross-sectional regression analysis to find that the places which are better connected physically 

and have access to skilled workers, tend to be associated with higher productivity levels. This 

evidence supports the government’s mission to level up Britain and suggests that policymakers 

and businesses should focus on spreading opportunity across the whole country.1 PWC estimate 

that if areas that are currently performing below the UK average can close 50% of this productivity 

gap, it could boost GDP by £83bn in this area, equivalent to an increase of nearly 4 per cent total 

UK GDP. 

 
1 The One Nation Recovery Papers will contain a paper on social mobility, which is due to be published in August.  
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The challenge as we recover from the Covid-19 crisis is, of course, to ensure London’s continued 

success – but at the same time to ensure that there is a rejuvenation of the regions, driving 

economic growth and productivity right across the country, rebalancing our economy, and 

improving the standard and quality of life for all parts of the United Kingdom. To ‘level up’, to 

borrow a phrase. 

To achieve this the Government needs a clear vision and policy framework to affect real and 

sustainable change. The levelling up agenda is a positive start. Amending the Treasury’s Green 

Book, so that funding decisions reflect a greater need for regional investment will help and 

committing substantial funding to infrastructure outside the South East is welcome and long 

overdue. 

However, long-term success will depend on the private sector. Investment and employment 

created by the private sector is the only way the regions will truly compete and prosper. Therefore, 

the Government’s role must be to create and incentivise the environment for such investment. The 

market economy is still the fundamental key to a successful and prosperous country, but in the 

new environment it is going to have to have significant and sustained government intervention. 

State capitalism in the short term. 

To achieve this new environment with greater state involvement, it is vital that we do not start to 

pick ‘winners’, but rather create an environment and a vision for ensuring businesses can succeed. 

This will demand a far more interventionalist industrial and economic strategy. 

Set out below is an 8-point plan to kick-start fundamental change to Government policy which will 

be the first step to driving regional economic growth. 

1) In every area there needs to be local or regional vehicles to help implement and support growth. 

Traditionally this role has been led by local authorities with many local bodies, such as chambers 

of commerce. In 2010 Local Enterprise Partnerships (LEPs) were established to bring the private 

and public sector together in coherent areas to drive economic growth and employment.  

The gap between the best and worst performing LEPs in England has widened over time. In 2017, 

productivity in the highest-ranking LEP being 2.1x higher than in the least productive LEP, 

compared with 1.8x in 2002.  
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Whilst it is not in this paper’s scope to rewrite the economic geography of the United Kingdom, if 

regional imbalances are to be redressed then what’s required is structures and organisations with 

clear objectives, remits and accountability.  

All LEPs need to be brought to the standard of the best. Economic Development Zones (EDZs) 

could drive local investment and jobs as they have done previously.2 The interrelationship between 

Mayors, Local Authorities, LEPs and EDZs should be clearly established.  

2) The infrastructure funding which has already been announced must be pushed into the system 

as quickly as possible. Schemes and initiatives which will clearly benefit the local economies 

should be prioritised. Future projects should be based very much around the direct and immediate 

economic impact that they would have for an area. These investments should go beyond transport 

and into areas like energy, data communications and housing infrastructure. 

3) The concept and idea of freeports must be pursued and set up at the earliest opportunity.3 

Where a freeport might not be appropriate, then economic development zones could be an 

alternative. These may have a greater benefit in towns and small cities which are inland rather 

than coastal.  

4) A small schemes fund should be created to help fund and drive small businesses that need a 

capital injection.4 This could be something along the original idea of the 3i investment bank, but its 

goal would be to help small enterprises lacking capital to access it and allow them to expand more 

quickly.  

5) The industrial policy that relates to the various industrial sectors must have real teeth. The 

present sector deals are extremely limited in their content and ability to effect real change. A much 

more focused strategy should be created with proper funding to give real support to sector and 

industries that have the potential to grow significantly. 

Whilst we accept that the role of state intervention will inevitably be a longer and larger presence 

than we would normally believe to be economically sensible, we reject the idea that Government 

should back winners but we do believe it should create the environment for success. The pillars 

set out by the Government in their 2017 Green Paper, ‘Building our Industrial Strategy’ could be 

adapted as the basis of a post-Covid modern industrial strategy.5 

6) ‘Economic localism’ must be a key feature of government policy. Quite often local areas have a 

much better appreciation of what can be achieved for their local economy and what will have the 

greatest impact and benefit for that locality. With government giving the macroeconomic support it 

is vital that there is a regional and sub-regional approach to driving and improving the local 

economy. 

 
2 For more information, see the following article, “Economic recovery and regional policy”. 
3 For more information, see the following article, “Economic recovery and regional policy”. 
4 For more information, see article, “Protecting businesses now and in the future – the financial eco-system”. 
5 See Appendix 1. HM Government, ‘Building Our Industrial Strategy’, January 2017 - 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/611705/buildin
g-our-industrial-strategy-green-paper.pdf 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/611705/building-our-industrial-strategy-green-paper.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/611705/building-our-industrial-strategy-green-paper.pdf
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7) Ultimately, businesses will make their own decisions about where they wish to locate, and this 

will be driven by several reasons, such as – is there the skill base?6 Is there the infrastructure? Is 

there access to markets or the ability to transport goods via ports, airports or motorways? 

However, businesses are not immune to incentives by Government. It is possible for a business to 

ultimately make its decision on the back of a suitable grant or tax incentive. Therefore, there needs 

to be a coherent policy put in place – not to subsidise the investment of businesses that would 

otherwise happen, but to incentivise businesses that might otherwise have decided to invest in 

other already established parts of the country.7 

8) Skills is recognised as probably the overriding ingredient to improve productivity and peoples’ 

standards of living. Many of the regions already have high quality university institutions, but the 

emphasis on schools, colleges and apprenticeships is equally important to ensure the regions do 

level up. It is therefore essential that the skills are relevant to the industries already in those cities, 

towns and regions as well as the industries which those areas want to attract.8 

 

 

 

 

 

 
6 The One Nation Summer Series will contain a paper on skills and jobs, due to be published in August.  
7 For more information, see the previous article, “Economic recovery and regional policy”. 
8 For more information, see the following article “the Fourth Industrial Revolution”.  

Recommendations 

1) Create local and regional economic bodies to drive and implement economic 

growth. Establish remits and accountability for Local Authorities, Regional 

Mayors, LEPs and EDZs.  

2) Pursue freeports where appropriate, and where not appropriate, investigate the 

benefits EDZs could bring.  

3) The National Infrastructure Commission should revise the National 

Infrastructure Strategy to recognise the post-Covid economy and increased 

regional infrastructure.  

4) Revise and adopt a ‘Modern Industrial Strategy’, which recognises the need to 

invest in science and innovation, as well as recommendations to encourage 

trade and inward regional investment, cultivating world leading sectors and 

extending city and sector deals.  

5) Focus on building skills in the regions where they are needed, working in 

partnership with existing educational providers in each area. 
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Freeports and economic regeneration zones 

 

Stephen Hammond MP  
 

 

 
Much of the economic discussion post the 2016 referendum has examined how the tariff free 

arrangements for trade with the EU could be maintained. This has led to several papers examining 

the re-introduction of freeports to the UK, including one from the current Chancellor in 2017.9 A 

freeport is a designated area around a port where goods can be imported from outside the country 

without customs duties being incurred. The customs duty becomes payable when the goods, 

either finished or as components, enter the domestic market. 

The Government’s own consultation on freeports cites the advantage of ‘multiple customs zones 

located within or away from a port, to maximize flexibility for port operators or businesses’.10 The 

advantage of a freeport is relative to the tariff set for imports, and the different tariffs set for 

differing sectors. 

Theoretically if a country was a large producer of cars it could set a lower tariff for imports of 

components, to lower the cost of production, and thereby boost sales of its own production versus 

finished car imports. This is of course is a basic textbook example merely to illustrate the point, 

which takes no account of the tariff set on finished imports, differing cost of production, consumer 

preference or retaliatory action.  

The principal economic criticism is that freeports merely redirect economic activity or investment 

from one region to another, rather than increasing the size of the economy overall. And that the 

secondary effect is to displace economic activity and jobs from the area surrounding the port into 

the port rather than increasing regional activity.  

Whilst many quote the maxim that history repeats itself first as tragedy, then as farce, many others 

prefer the alternative that only the unwise fail to learn the lessons of history can teach us. The 

Local Government Planning and Land Act 1980 (LGPL Act) set out the criteria to establish Urban 

Development Corporations (UDCs) including bringing building and land into effective use, 

development of existing and new industry and commerce, and requiring housing and social 

facilities. In practice the UDC had vested in it powers to acquire land, provide infrastructure and 

take over or use local authority planning powers. Whilst the main source of initial investment was 

from central government grant aid, as tax incentives became available private sector investment 

multiplied the public sector seed corn. 

Pre-Covid, the need to reshape our economy to capture the benefits of the Fourth Industrial 

Revolution (4IR), new production techniques and green challenges was apparent. These effects 

 
9 Rishi Sunak MP, ‘The Free Ports Opportunity’, Centre for Policy Studies, November 2016 - 
https://www.cps.org.uk/files/reports/original/161114094336-TheFreePortsOpportunity.pdf 
10 HM Government, ‘Freeports Consultation, February 2020 - 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/878352/Freepor
ts_Consultation_Extension.pdf 

https://www.cps.org.uk/files/reports/original/161114094336-TheFreePortsOpportunity.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/878352/Freeports_Consultation_Extension.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/878352/Freeports_Consultation_Extension.pdf
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are now compounded by structural shifts in the service industries and the prospect of widespread 

unemployment as a result of the pandemic. 

The LGPL Act was enacted forty years ago but remembering the maxim, the obvious lesson to be 

learnt is that combining a 2020s version of UDCs with the concept of freeports could provide 

regional and ‘levelling up’ solutions. The Conservative Party manifesto for the 2019 General 

Election committed to create up to 10 freeports, and in February 2020 a consultation was 

published with the objectives for freeports to be national hubs for trade and investment, the 

promotion of regeneration and job creation, and the development of innovation hotbeds.  

The Government should allow Economic Development Zones to be designated by either central 

government or regional mayors, and run by independent boards. The rationale stems from the 

acceptance that there should be no limitation on the size or geographic area of the body, as its 

existence should be determined by need and based on the defined criteria similar to that of the 

LGPL Act and the freeport consultation. 

The independent boards should be appointed by the designating authority in a similar fashion to 

the Urban Development Corporations of the 1980s, based on the criteria of the LGPL Act and the 

freeport consultation. These Boards should be a mixture of both public and private sector, but the 

chairman and most of the members should be from the latter. 

These EDZs should be structured to have the primary responsibility of encouraging regeneration 

and developing industries of the future. The establishing finance, and an ongoing source of 

finance, will necessarily the government grant. Alongside local authority finance, a separate 

stream of public sector funding should be established which could be allocated to EDZs directly or 

via the regional Mayor.  

In previous incarnations, public sector finance was not only the seed corn but was the partner and 

the driver of private sector investment. The Government should set up tax incentives along 

traditional lines such as business rate exemptions and reliefs, stamp duty land tax reliefs, R&D 

credits, tax credits for VCT/EIS type schemes that finance ‘accelerator’ companies, employer 

National Insurance credits, as well as enhanced capital allowance. The Government should target 

extra employment incentives similar to the recently announced ‘Kick Start’ scheme. The 4IR 

transformation and adoption funds should be disproportionately focussed on EDZs.11 

The first industrial revolution was funded primarily out of local capital and it could provide again. 

The principle that the success of development opportunities should be shared by the public and 

private sector is well established. Why not the individual as well? The Covid-19 pandemic has 

inspired a sense of ‘we are all in it together’ and community. We have all seen or heard of 

extraordinary acts of community volunteering and the Government could capture this spirit by 

establishing ‘Regional Recovery Bonds’, the proceeds of which would be invested exclusively in 

the region and in projects that are focussed on local regeneration or 4IR.  

Whilst these new zones will be established with an economic focus as its primary objective, social 

regeneration should be a priority. There is little point of establishing a shiny new EDZ if locally, 

there are no skilled workers to access those jobs. Therefore, the powers given to these new 

 
11 For more information, see the following article “the Fourth Industrial Revolution”.  
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bodies should include the requirement for the establishment of skills academies and upgrading of 

further education colleges, both within and outside the zone. 

Undoubtedly new planning powers will be needed to facilitate the zones economically, so social 

objectives should be required as well. Moreover, it is likely that there may well be a huge amount 

of excess office or old style industrial buildings in tertiary locations. If there is no re-designation of 

usage, then the likely result is further corporate failures both of tenants and landlords as well as 

increasing bad debt profile of banks which could impede the development of zones. So, the 

immediate re-designation of these buildings in anticipated zones, and more widely, would allow the 

conversion into more residential or mixed use, which could prevent some of the above failures and 

provide part of a housing solution. 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

Recommendations  

1) Accelerate the freeport consultation with no limit to the established. 

2) Introduce Economic Development Zones, with oversight from regional Mayors, 

incentivising establishment alongside freeports, and aligning this status with 

new technology or specific industries. 

3) Introduce an extensive package of tax and financial incentives to support 

economic and social objectives. 

4) Establish ‘Regional Recovery Bonds’ to allow for individual investment.  
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The Fourth Industrial Revolution 

 

Alan Mak MP 
 
 

As we recover from Covid-19 over the coming months and years, and head towards the next 

general election (and the local, county and Mayoral elections en route), Brexit and Corbyn will no 

longer be the dominant doorstep issues. Instead, protecting existing jobs and creating new ones, 

boosting wages, safeguarding living standards and driving economic renewal will be key if we are 

to retain our Blue Wall seats and protect our majority across the country.  

To achieve these goals, we must boost productivity, strengthen our manufacturing base, and help 

SMEs, especially in our regions where our commitment to Level Up is the foundation of our One 

Nation approach. The best policy to deliver all these objectives is to invest in the Fourth Industrial 

Revolution (4IR), the new, advanced technologies that are already changing our economy from 

clean energy and advanced manufacturing to driverless vehicles and precision medicines, all 

driven by machine learning, Big Data and artificial intelligence (AI).  

We must use this period of recovery to press the fast-forward button on helping our regions turbo 

charge their economies by adopting new technologies quickly. In partnership with local councils, 

Local Enterprise Partnerships (LEPs), Economic Development Zones (EDZs) and universities, the 

Government must support businesses, especially SMEs, to upgrade their technology to become 

more productive. This could accelerate processes that would have otherwise taken decades into a 

much shorter period. This means mothballing ageing diesel-powered machines and replacing 

them with green, AI-driven alternatives. It means automating production lines and replacing old-

fashioned methods with more efficient, computer-driven processes. And it means abolishing paper 

records and fax machines and implementing state-of-the art ordering, stock control and delivery 

systems based in the cloud.  

Today’s Government has an opportunity – and responsibility – to harness the 4IR for the benefit of 

communities across the country, including throughout the Blue Wall, as AI, Big Data and 

automation transform our economy and society beyond recognition. One Nation Conservatives 

should not allow the positive impact of the 4IR to be absent from any region or for its benefits to be 

inaccessible to any social group. We should not allow some regions to race ahead as they quickly 

adopt new technology whilst other regions fall behind, creating a new digital divide.  

The 4IR will radically change how we work, regardless of sector or industry. The policy 

interventions needed to make a success of the 4IR in our regions and help our country recover 

from Covid-19 will be diverse, ranging from the installation of full-fibre broadband to every home 

and business to the local retention of business rates. However, new regional 4IR technology 

adoption funds, will be key.  

EDZs and LEPs need to help our manufacturers and other tech-enabled businesses to adapt to 

the 4IR, for example by upgrading machinery, investing in new software, digitization or making 

their products in a more environmentally sustainable way to reduce their carbon footprint.  

Only by rapidly adopting 4IR technologies and embedding them into everyday business life across 

every community and region can we ensure that these areas will not fall behind. Every Mayor, 
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EDZ and LEP should devise a regional Industrial Strategy that sets out how that region will 

embrace the 4IR; and then have access to a Government-backed Fund to disburse to local SMEs 

who wish to accelerate their adoption of technology to become more productive or green. The 

finance for regional 4IR technology adoption funds could come from the Industrial Strategy 

Challenge Fund or the new UK Shared Prosperity Fund which will include money previously 

earmarked for EU contributions.  

We cannot expect the heavy industries of the past to return, but instead our focus should be on 

ensuring the new technologies of the future are exploited in every area of the country to create 

new jobs and rising skills levels in every community. The Liverpool City Region understand this, 

and have already taken the initiative. Their LEP have launched LCR 4.0, an ambitious plan to 

support manufacturing and advanced engineering organisations in the region by funding practical 

support to transform businesses through digital innovation. By helping traditional manufacturers 

upgrade their technology, they enable firms to stay in business and keep their workers employed 

by becoming more productive. A One Nation Conservative Government should fund more 

initiatives such as this.  

The Government-backed, industry-led Made Smarter Review also recognised the need for 

regionally-focused advanced technology adoption funds. When the Review published its report on 

how UK manufacturing can maximise benefits from increasing adoption of digital technology, it 

funded a pilot programme in the North West that focused on providing finance and mentoring 

support for businesses to upgrade their technology. The pilot has been a success, and 

manufacturing trade body MakeUK agree that wider adoption efforts across the country should be 

based on this North West pilot approach.12 

Introducing new regional 4IR technology adoption funds would also solve several structural 

problems. Firstly, they are the right sized vehicle for targeting regional SMEs – larger than local 

councils but not as distant as Westminster-based Government departments. Encouraging digital 

adoption by SMEs is a big challenge and a labour-intensive process, as SMEs often do not have 

the expertise, time or knowledge to undertake digital transformation, even if they have identified 

this as a strategic necessity. SMEs can often be confused by the overlapping, uncoordinated 

patchwork of different programmes which emerge and recede when it comes to support for 

industrial digitalisation. The new 4IR technology adoption funds would provide a clear focal point 

and structure for regional tech adoption activity.  

Secondly, the adoption-first nature of the Funds means they are perfectly pitched for SMEs who 

are serious about improving productivity rather than just pure innovation. Existing programmes 

such as Innovate UK funds often have limited scope, focused on research and innovation – 

adoption programmes are not generally supported. Moreover, the competition-based bidding 

structure tends not to work with SMEs. The effort required to bid, the bidding process itself and the 

 
12 Some regions have already started to launch their own local technology adoption programmes, initiated by universities and LEPs. The 

Spark Fund, run by the University of Hull, supports SMEs in North and East Yorkshire who want to innovate by providing advice, mentoring 

and grants for innovative projects including for digitalisation and decarbonisation. In the Tees Valley, the Digital City programme supports 

local SMEs to adopt digital technology and techniques to improve productivity and efficiency. Run by Teesside University in association 

with a group of local authorities and funded by the European Regional Development Fund (ERDF), it also provides advice and grants to 

SMEs who want to embed digital ways of working. 
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lack of feedback on unsuccessful applications are often barriers to SME engagement. Adoption 

funds should have a simple, and automated if possible, processes to allocate grants. 

Thirdly, many SMEs around the country are currently using ERDF money to fund tech adoption 

and industrial digitalisation activities. This is often the most suitable financing mechanism as it is 

regionally allocated (making it less competitive than Innovate UK funds) and sufficiently flexible in 

scope. ERDF funding will come to an end in the near term as Britain leaves the EU transition 

period and a funding gap will emerge. The gap should be filled by new regional 4IR technology 

adoption funds partially backed by the UK’s new Shared Prosperity Fund. 

The impact of the 4IR needs to be handled strategically, with local authorities, mayors, EDZs and 

LEPs taking a long-term view of local employment patterns as machines replace workers, new 

businesses spring up in new industries such as 3D printing, and patterns of work change as 

remote-working enabled by technology increases. Every local council should task one of its 

Cabinet members with specific responsibility for the 4IR, and create a taskforce of local councillors 

and officers to devise a pro-active strategy to help their local economy benefit from the 4IR. This 

task force should then work with other local and regional economic bodies to implement and adopt 

technology.  

Alongside regional 4IR technology adoption funds, LEPs should also launch regionally-focused 

Emerging Technologies Investment Funds. These would help our entrepreneurs develop and 

commercialise new inventions. This Fund would use public funds already allocated in the Industrial 

Strategy Challenge Fund, or the new Shared Prosperity Fund, to attract further private-sector co-

investment, creating a growing pool of capital to support our technology businesses. 

By supporting the growth of 4IR businesses, the Fund will help entrepreneurs create new jobs. A 

similar fund created by Boris Johnson as London Mayor has worked successfully with £14 million 

of City Hall seed funding used to attract an additional £64 million of private co-investment. This 

model should be replicated in regions across the country. The Fund would also help unlock the 

long-term capital sitting in pension funds and local authority funds to invest in and commercialise 

our scientific discoveries, creating a vibrant science-based economy post-Brexit.  
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Recommendations  

1. Use this period of recovery to press the fast-forward button on helping our 

regions turbo charge their economies by adopting new technologies quickly, 

ensuring the new technologies of the future are exploited in every area of the 

country to create new jobs and rising skills levels in every community. 

2. Fund initiatives to help traditional manufacturers upgrade their technology, they 

enable firms to stay in business and keep their workers employed by becoming 

more productive. 

3. Every Mayor, EDZ and LEP should devise a regional Industrial Strategy that 

sets out how that region will embrace the 4IR; and then have access to a 

Government-backed Fund to disburse to local SMEs who wish to accelerate 

their adoption of technology to become more productive or green. 

4. Every local council should task one of its Cabinet members with specific 

responsibility for the 4IR, and create a taskforce of local councillors and 

officers to devise a pro-active strategy to help their local economy benefit from 

the 4IR 

5. Introducing new regional 4IR technology adoption funds and regionally-

focused Emerging Technologies Investment Funds. 
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Funding the future 

 

Julie Marson MP 

 

In April 2020, the Chancellor announced his intention to establish a new scheme called Future 

Fund. Aimed at supporting innovative businesses in the UK affected by Covid-19 and which have 

been unable to access other government business support packages such as CBILS, the 

Chancellor also created a blueprint for an amended and long-term business support scheme which 

could be financed by a new UK sovereign wealth fund.  

The Future Fund is designed for early stage startups in either pre-profit or pre-revenue stages, that 

typically rely on equity investment for development and growth.  

The Future Fund will offer a lifeline to many businesses, complementing the good work done over 

the last decade to secure and build the UK’s highly effective and enviable startup ecosystem and 

ensuring progress is not lost during the Covid-19 crisis. Its match-funding approach and broad 

investor eligibility will encourage investment activity for many companies that are too early in their 

development cycle to attract VC funding, and also help qualify good business by leveraging the 

confidence of third-party investors through a minimum match threshold.  

Now launched and set to run until September, some concerns have been raised about Future 

Fund’s suitability for its target market. For example, the UK startup ecosystem is largely fueled by 

the highly successful Enterprise Investment Scheme (EIS), and so by creating a fund that is 

incompatible with EIS, the government risks making it redundant for many of the audience that 

could benefit from it most. Seedlegals have estimated that without support for EIS investment, 

along with the £250,000 existing investment requirement by third-party investors, the Future Fund 

will only be applicable to around 25 per cent of the early stage startups eligible and which the 

government seeks to support. 

Whilst this is a short-term vehicle to manage the crisis, the Future Fund is a template to be built 

upon for longer term ambitions, (e.g. the Emerging Technologies Investment Fund). However it will 

require some amendments to the current eligibility criteria and rules to meet this ambition. The 

proposed new Future Fund should support: 

1. Growth of key high-growth, high-potential innovation sectors such as fintech, automation, 

clean energy and AI – by fostering an environment fit for scaling  

2. Improving the regional inequality which has left Britain with a lopsided economy over-reliant 

on London – by making provisions for smaller businesses and regional economies 

Becoming a long-term ‘anchor investor’ in targeted key sectors and regions, through the amended 

and extended Future Fund scheme, will enable the government to foster confidence in the 

economy by making it easier for innovators to transform their inventions into strong businesses. To 

achieve this, the report recommends three amendments to the Future Fund to make it suitable for 

its new ambitions - EIS compatibility, the eligibility criteria and the pot size:   
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One of the less encouraging aspects of the Future Fund, for early stage startups, is the 

determinant that private match funding will not be eligible for EIS relief. As touched on already, EIS 

has been the lifeblood for the UK’s startup ecosystem over the past decade and has enabled 

opportunity and prosperity that would not have otherwise been possible.  

The current Future Fund investments are by way of a convertible loan note (CLN), which is not EIS 

eligible. In simpler terms, this means that if the government is to require private match funding on 

the exact same terms as the Future Fund investment then the private funding would not be eligible 

either. This is a principle we recommend moving away from to better support our long-term 

ambitions.  

Without access to EIS relief, many would-be investors, VCTs and EIS funds will be put off because 

of the added risk this means as an early investor. This, in turn, puts in jeopardy a great deal of 

capital which might otherwise have been invested through the Future Fund scheme. Many 

startups, too, are deciding against participation because of this and because of the uncertainty 

over whether Future Fund will prevent investors from qualifying for future EIS investments too. 

Whilst the relatively investor-friendly terms of the scheme should encourage many to participate 

regardless, the current Future Fund fails to capture its whole target audience because of these 

limitations.  

Through the amend and extend policy of the new Future Fund, this paper recommends that the 

government transfers its attention from crisis-management to longer-term ambitions. The amended 

Future Fund scheme would allow private investors to invest via an Advanced Subscription 

Agreement (ASA), which is similar to a CLN but without the debt-like features that prevent CLNs 

from being eligible for EIS. Policy makers in the UK have historically been reluctant to use ASAs in 

large part due to unfamiliarity, with many viewing them as a purely American instrument. But 

private-sector investors in the UK have been using ASAs to good effect, including alternative 

investment platforms like Seedrs, who play a significant role in the development and scale of the 

UKs startup ecosystem.  

ASAs do come with added complexity that can create a more sluggish rollout of investments, and 

explains the government’s reluctance to include them as part of Future Fund during this crisis 

management stage. But as the government switches its attention from crisis management to 

longer term ambitions, through the amended Future Fund, and speed of cash release falls down 

the priority list, the inclusion of ASAs, with their EIS eligibility benefit, will be essential to making 

the scheme work for its target audience – early stage businesses in key high-growth, high potential 

innovation sectors such as fintech, AI, automation, clean energy, and smaller regional businesses 

that would otherwise be left behind. 

Under current Future Fund terms, for a business to be eligible for investment they must first have 

raised at least £250,000 in equity investment from third-party investors in the last five years. For 

many of the target audience, this will be out of reach given the pre-revenue or pre-profit nature of 

their business. And this barrier to entry is likely to be felt most by regional companies that do not 

have a London-centric presence or tilt and are therefore often not front-of-mind for sophisticated 

investors.  

By lowering the match funding minimum to £100,000 Future Fund plus £100,000 investors in its 

amended reincarnation, the government would enable smaller businesses across a diverse range 
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of sectors and geographies to engage with the scheme. Making this provision for smaller and 

regional companies, who often rely on unsophisticated investors unable to offer comparably 

sizable capital investments during early stage development in this way, could be the propellent to 

growth, better regional opportunity and the creation of a competitive advantage currently out of 

reach.  

When the Future Fund was first announced, concerns were raised about the relatively small pot of 

£250m set aside by the government, which Seedlegals estimate would cover just 5 per cent of 

startups that need funding. The first come, first served approach also drew criticism because of its 

unfair tilt toward larger businesses with an established investor base who would likely have 

capacity to move faster than smaller ones, meaning the bulk of the Future Fund pot could have 

been allocated to VC-backed, London-based firms. To its credit, the government listened to 

concerns and acted to offset this risk by increasing the pot of cash. The Chancellor recently 

confirmed that if demand is sufficient than more money will be released. This means that whilst big 

companies may be first there will still be more left over.  

As we embark on this next proposed iteration of Future Fund and its longer-term ambitions, using 

Seedlegals’ estimate, the funding pot size required to cover 100 per cent of target audience 

businesses could be as large as £5bn.   

The Future Fund will be a mixture of public and private investment. The private investment will 

largely be an alternative to EIS funds, VCT and private investors, hence the recommendation of 

EIS compatibility.  

However, we recommend that the Government consider allowing regional private investors to 

participate in the UK’s emerging technologies. 

This paper recommends that the government element of investment into the Future Fund is met by 

issuing an initial £5bn of 30-year bonds, to cover the estimated pool size of eligible pre revenue or 

pre profit startups. Backed by the government at yields of approximately 3 per cent, the bonds 

would be sold to UK domestic institutions who are desperate for long-dated gilts to match their 

long-term liabilities. The proceeds of these gilts would then be used to fund the newly amended 

‘anchor investor’ long term, Future Fund. 

 

 

Recommendations  

1) Allow private investors to invest in an amended Future Fund scheme via an 

Advanced Subscription Agreement. 

2) Lower the match funding minimum to £100,000 Future Fund plus £100,000 

investors in its amended reincarnation, to enable smaller businesses across a 

diverse range of sectors and geographies to engage with the scheme. 

3) Issue an initial £5bn of 30 year bonds to cover the government element of 

investment into the future fund.  
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Protecting businesses now and in the future – the 

financial eco-system 

Stephen Hammond MP 

 

One of the certainties of the Covid crisis is that the level of indebtedness, be it government, 

corporate or consumer, will be significantly higher than before the crisis began. At the beginning of 

July over 53,000 Coronavirus Business Interruption Loans had been authorised and ‘Bounce Back’ 

loans totaled over £30bn. Add to this the Coronavirus Large Business interruption scheme, the 

Future Fund and other lending, the estimates of total lending can be expected as hundreds of 

billions. It is no wonder that there are current estimates of over £100bn of unsustainable debt by 

the end of Q1 2021. The expectation of lending is that it will be repaid, but that will not be the 

reality of this crisis as many companies face tougher trading conditions and expectations of 

income decline. 

Usually, when a government puts in place lending or grant initiatives, they are to support 

innovation or growth. However, much of the Covid lending was not for growth but for the survival of 

corporate UK. As the threat of Covid recedes, the key to ensuring as many companies as possible 

survive is to establish realistic criteria and categorisation of the indebtedness. 

Firstly, it needs to be understood that there is a distinction between repayable, sustainable and 

unsustainable debt and broadly might be defined as:  

A) which companies will be able to meet their obligations without breaching covenants as we 

return to more normal trading and therefore do not need any government assistance; 

B) which companies could survive and trade in more normal circumstances but this is not certain 

as they remain at risk of default and breaching covenants, making some forbearance package 

essential;  

C) which companies will not be able to repay anything i.e. so-called ‘zombies’ – some of which 

one might want to keep on for a period to stave off unemployment but in the medium term the 

debt will need to be written off and business put into liquidation. 

Secondly, a recent survey of companies given government backed loans suggested 43% did not 

expect to pay them back either because to do so would threaten their business or they would not 

be pursued to repay them in an appropriate time scale. Many of the companies that are not 

expecting to be pursued are likely to be those who have taken the £50,000 Bounce Back Loan, of 

which over a million had been authorised by the beginning of July. These companies are mostly 

‘micro companies’ not suited to company doctor type schemes or recapitalisation. Nonetheless, it 

is only right that the taxpayer’s money should be reclaimed and, if pursued, many could pay.  

Thirdly, sovereign wealth funds have been traditionally set up by countries with large or anticipated 

budget surpluses. However, the UK has never traditionally enjoyed such a surplus nor has it 

sought either to establish national incubator/ accelerator arrangements or take equity stakes in 

industries of the future. This is partly because there has been an expansion of universities into this 

space and partly because the UK has a vibrant VCT/PE industry. It would seem only right that the 
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Government seeks for the taxpayer to be rewarded and enjoy the benefits of future success by 

taking equity stakes in some companies it has been supporting.  

Finally, the business lending support schemes set up by the government have been facilitated by 

the British Business Bank and the monies lent through the commercial bank networks. If we 

expect a substantial increase in those requiring forbearance or are likely to default this could 

impact the capital buffer and bad debt ratios of these banks. Since the 2008 Financial Crisis the 

banking sector is under a regulatory obligation to ensure the fitness of those it lends to. The 

current business interruption lending was emergency lending driven by necessity, which would not 

satisfy those normal regulatory obligations. Moreover, in the aftermath of the 2008 crisis, banks 

have sought to rebuild their reputations which could be easily lost if a number of companies who 

have received emergency lending then go into liquidation. It is desirable that the bad debt lending 

be taken off commercial bank’s balance sheets. 

There needs to be a new architecture or eco-system to cope with ongoing loan guarantees, new 

loan and business support schemes and the national participation in the future success of 

companies or technologies that the government has an interest in as a result of interaction with the 

previous two. Finally, a package of other incentives for VC, PE, EIS, pension funds and private 

individuals should be established to encourage the private sector to invest alongside the public. 

This needs to be a complete ecosystem not just one element of it. We envisage this eco system 

could look something like the following;  

Covid Resolution Trust. 

The Covid Resolution Trust should be set up either as an independent body or as a special 

purpose vehicle backed by the Government with the objective of managing the future of business 

interruption lending to secure the best economic outcome and recovering taxpayer monies. 

In essence those companies which are a described in A) above could be left on the balance 

sheets of the commercial banks under normal lending terms and covenants. Those in B) and C) 

would fall under the auspices of the Covid Resolution Trust. The lending managed by the Covid 

Resolution Trust to companies as described in category B) above would involve the Covid 

Resolution Trust establishing and implementing a recovery plan which either converts either 

lending into new commercial debt and /or the Government could take equity stake as reward / part 

of a recapitalising of the business. The lending to companies as described in Category C) requires 

this sort of a pooled fund type approach so that a medium-term solution to write off, closure or 

disposal be achieved to minimise unemployment and other consequences. 

Critics will ask why should Government decide the unsustainability of lending shouldn’t the market 

determine this? How will it recruit capable individuals to run and assess? Should this be set up as 

a ringfenced mutual operation to be run by a coalition of the banks e.g. some bad debt pool? 

These are perfectly valid questions if this money had been lent in normal circumstances. But 

billions of taxpayers’ money has been rightly used to support these businesses and this lending; 

and this requires a wholly new approach.  

British Business Bank  

Covid has seen the British Business Bank at the centre of some of the schemes the Government 

has set up and is rightly perceived by most to have done a good job. However, whilst it has fulfilled 
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that role, that is not its purpose as set out on the website as ‘we are a government-owned 

business development bank dedicated to making finance markets work better for smaller 

businesses’.  

It is not structured to be either a large lender or a ‘bad loan’ bank so would not impede the role and 

usefulness of the Covid Resolution Trust. It is the not an asset manager and would not be the 

appropriate holder of government equity stakes. However, there is a bigger role for the British 

Business Bank which would include its current purpose as an SME development bank, but should 

also be the source of funds for government SME financing and grant initiatives which are outlined 

at every Budget. The Government will set out initiatives for a ‘green’ Covid recovery and the British 

Business Bank should take over the management of any grants and lending under these schemes 

UK Recovery and Wealth Funds    

The UK has a fund called the British Growth Fund which has been suggested as a vehicle that 

could be used for many recovery purposes. This fails to acknowledge between growth and 

distressed companies; and fails to recognise the relative size of the fund and the problems to be 

solved.  

As set out earlier, it is important to distinguish between classic sovereign wealth funds and what 

this fund might be. Sovereign wealth funds are established when a nation has a budget surplus 

from a new source of revenue. The UK arguably missed an opportunity for a funded sovereign 

wealth scheme in the 1970s and 1980s, when North Sea Oil boosted Britain’s income. Rather than 

use its revenues to develop growth and support future generations, the government at the time 

chose to use the revenue to finance current expenditure.  

This clearly does not apply here to any recovery or distressed loan element, but there should be 

no reason why the UK Government should not have medium term equity participation in 

companies it has supported as well as new technology or growth companies. Therefore, our 

proposal is to have two elements; a recovery /distressed component or fund and a growth 

component/fund. The Recovery Fund would be established to manage the stakes the Covid 

Resolution Trust has taken as part of its’ recapitalisation schemes. The ‘wealth’ component or fund 

would act as asset manager for long term growth assets in sectors prioritised by the industrial 

strategy of the country. 

The Recovery element of the fund could be asset managed with the objectives of either company 

doctoring businesses back to health or to achieving the best disposal value of a ‘zombie’ business.  

The ‘wealth’ portion of this fund would have a mandate to be the asset manager of investment 

stakes in companies in emerging technologies, which the Government co-invests with academic 

institutions and national or regional bodies such as the LEPs and EDZs. Britain has the advantage 

of an established Venture Capital, Private Equity and pension fund culture so the fund should be 

designed and tax incentivised to encourage private investment alongside public. As it is being 

designed to help the country after the Covid ‘war’ then many individual small investors should be 

encouraged and incentivised to participate. Finally, the mandate should include to be the asset 

manager of Government strategic stakes in nationally significant industries.  

If established to allow public and private participation, then the criticism of crowding out is 

overcome, alongside much of the criticism of picking winners. Moreover, the British Government 
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involvement creates an ‘anchor investor’ for British entrepreneurs and start-up businesses. Anchor 

investors can help stop ‘founder flight’ where UK companies move abroad for the next stage of 

their growth hence criticisms of short termism and early profit taking are also overcome. And as 

the Fund grows it could create a huge sum of patient, long-term investment capital for everything 

from transport infrastructure projects to full fibre broadband.  

Alongside the inevitable concerns about such a Fund’s purpose and crowding out, there will be the 

charge of political interference. It will be important that the governance of the fund has the 

broadest possible consensus and we believe it should set up the Fund as a national body with a 

heavyweight board of trustees like the Bank of England and independent of government. Trustees 

would be able to minimise political interference and have the same legal duties as any other 

pension fund trustees to make sure the money is invested safely and profitably.  

Although the Fund would take decades to reach full maturity, our economy would feel the benefits 

much sooner. Therefore, establishing this fund should be an immediate priority 

Bounce Back Loan Company 

A large number of companies think the Bounce Back Loan will turn into a grant either because of 

financial necessity or that no one will seek the repayment. However, many of these companies 

have used this loan to cover short term cash flow problems so will recover and the UK 

Government should aim to recover much of this money. These companies are too small to fit into 

an equity participation scheme therefore we suggest setting up the Bounce Back Loan Company 

along the lines of the Student Loan scheme. As the loan recipient company returns to profitability 

(or a target level of income) they should then start to repay the £50k based on an agreed schedule 

or as they return to profitability and pay tax, it could be structured that part of the tax payments 

offsets some element of the loan liability. The key to this process given the number of Bounce 

Back Loans awarded and to provide some certainty, is to automate the process as much as 

possible and to allow for voluntary overpayment. 

Recommendations  

1) Establish realistic criteria and categorisation of the post-Covid indebtedness of 

businesses, with an understanding that there is a distinction between 

repayable, sustainable and unsustainable debt. 

2) A ‘Covid Resolution Trust’ should be set up, to manage the future of business 

interruption lending, to secure the best economic outcome and recovering 

taxpayer monies, and to take some emergency debt off the balance sheet of 

commercial banks. 

3) The UK Government should take medium term equity participation in 

companies it has supported as well as new technology or growth companies. 

4) Set up a ‘Bounce Back Loan Company’ along the lines of the Student Loan 

scheme to secure repayments of the loan.  

5) The British Business Bank should be repositions to be the UK’s SME and 

‘green’ development bank.  
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We are all in this together – making it fair for 

everyone 

John Penrose MP 

 

The Government’s Covid economic programmes have been extraordinary and have protected jobs 

and businesses. However, these are temporary measures to insulate the economy during the 

Covid induced lockdown, which has produced the perception of a two-nation Britain; where better-

paid white-collar professionals work from home, while less well-off key workers continue travelling 

to work (often on crowded public transport) in riskier jobs where they have to wear PPE. 

The new post-lockdown UK will need to ensure the customer receives fair treatment and the high 

earner pays the same rate of tax as low income households. We will need to stop multi-billion 

pound consumer rip-offs that afflict millions of households in everyday sectors like gas, electricity, 

insurance and mortgages, with a new consumer right to prevent loyalty penalties (where contracts 

roll over on automatic renewal into worse deals than the ones given to people who switch).  

The new right would be similar to existing rules that outlaw inertia selling, or which stop companies 

saying something is ‘on sale’ unless it has been offered at a higher price for several weeks 

beforehand, and would prevent firms offering existing customers terms which were worse than the 

best deals they are offering to new customers at the same time. It would put The Government 

firmly on the side of less well-off consumers, by improving living standards for most households in 

the country. This reform would improve economic productivity by reducing costs and prices across 

very significant sections of the economy, by deregulating through removing sector-specific rules 

enforced by multiple regulators. This change would provide a One Nation Conservative free-

market solution by increasing competition and consumer choice. 

In the new post-lockdown mood of supporting and valuing key workers more strongly, high earners 

shouldn’t pay lower tax rates than the people who clean their offices or drive the trucks that deliver 

their goods. Equally, if tax rates above 40% undermine work incentives for high earners, why not for 

someone on the National Living Wage as well? 

The situation is even worse for the least well-off families in Britain, who pay higher rates than anyone 

else because their benefits are reduced for every pound they earn, on top of the taxes they pay. 

This combined rate is called the Marginal Effective Tax Rate (METR) and, depending on the types 

of benefits being claimed and the number of hours someone works, can easily rise as high as 75%. 

Britain’s tax system used to tax earned and unearned income (although not benefits) equally from 

1988 to 1998, after Nigel Lawson argued that taxing different types of income at different rates was 

nothing more than political favouritism. 

The answer is to tax all income the same, whether it comes from benefits, work or wealth. The 

economic advantages would be:  

• Taxes would be simpler and harder to dodge, because we would have removed the incentives 

for self-employed people and high-paid bosses to use complicated schemes to reclassify 

income as capital gains or dividends to avoid higher tax rates.  
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• It would be fairer, more progressive and more legitimate.  

• It would create clearer and stronger work incentives. At the moment, less well-off families have 

weaker reasons than rich ones to apply for a promotion, or work extra hours of overtime, 

because they keep less of the extra money that they would earn if they did. This hampers social 

mobility and reduces social justice, because it cuts less well-off peoples’ chances of moving up 

the income ladder.  

• It would reduce in-work poverty, because it would mean less well-off families would keep more 

of any extra money they earnt.  

• It would be more economically efficient, making everybody richer by raising Britain’s productivity 

and rate of growth because investment and jobs would flow to wherever they could be deployed 

most productively, without distortions from the tax system.  

The only substantial disadvantage to equalisation is that the possible negative effect on the income 

of pension age individuals who rely on dividends to support their income. This could be overcome 

by an age-related tax adjustment.  

It would be politically transformational too, showing ‘red wall’ voters that the Conservatives 

understand the problems and that they were right to vote for us in the last General Election. 

Equalising work incentives will demonstrate good Conservative values of rewarding hard work and 

strivers, no matter who they are or where they’re from, and it would prove that one-nation 

Conservatives really mean it when we say ‘we’re all in this together’.  

 

 

 

 

 

 

 

 

 

 

 

 

 

Recommendations  

1) Tax all income the same, whether it comes from benefits, work or wealth 

2) Make taxes simpler, and therefore harder to dodge.  

3) Stop multi-billion pound consumer rip-offs that afflict millions of households in 

everyday sectors like gas, electricity, insurance and mortgages, with a new 

consumer right to prevent loyalty penalties. 

 



 

 

28 

Meeting net zero through greening the recovery 

Rt Hon Philip Dunne MP 

 

 
Covid-19 has had a shocking impact on the UK economy. But the enforced lockdown showed 

starkly how human activity affects our environment around the world. As our government joins 

others with unprecedented interventions to stimulate recovery, this presents an opportunity to 

deliver a genuinely greener economy, with benefits which will last for generations.  

Pre-Covid19 the UK had the fastest per capita decrease in greenhouse gas emissions and the 

fastest per capita increase in economic growth rate in the G7 since 1990, so we know that we do 

not have to choose between a strong economy and a healthy environment.  

It is vital that this opportunity is seized, for the UK to play our part in tackling climate change, and 

ultimately leaving our environment in a better state than we found it. As the first government in the 

world to legislate to achieve net zero emissions, as host of COP26 in Glasgow next year and 

upcoming Presidency of the G7, we have a unique chance to demonstrate international 

leadership, putting the environment at the heart of Global Britain. 

The Committee on Climate Change has identified forward-thinking proposals to create the 

roadmap the UK needs to meet our net zero obligations, some of which are reflected below. But 

new technologies and solutions will emerge in years to come, so the government must remain 

flexible and agile in approaching the challenge of net zero by 2050.  

Cross governmental action  

This is a challenge as the cogs of the government machine grind slowly. The environment is no 

respecter of national or departmental boundaries, so cross departmental action is required to be a 

real agent for change. The government should look to embed achieving net zero within policy 

making across government, so every department is required to pull its weight to meet net zero by 

2050. The Prime Minister’s new cabinet committee is a good start to push progress along. 

The built public estate, given its scale and lack of capital investment over successive decades, 

offers real scope to show leadership and cut emissions through improving energy efficiency of 

public buildings. This will require significant public investment, but if approached correctly, will 

deliver jobs and cheaper running costs for years to come. The Spending Review expected this 

autumn provides a perfect opportunity to continue the good start made in July’s economic 

statement to give departments resources and incentives to undertake levelling-up investment 

around the country for the rest of the parliament.  

In many departments, kick-starting research and innovation now in low-carbon and adaptation 

technologies will facilitate the changes needed in decades ahead and create UK competitive 

advantage for green jobs for the future. 

Renewables 

The Government should look to back the British green industries of the future and low-carbon 

infrastructure projects, such as electric and hydrogen fuel-cell vehicle manufacturing, and 
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renewable energy projects – building on our position with the largest offshore wind sector in the 

world.  

While clearly reflecting the impact of Covid19, renewables have been providing the majority of our 

energy mix for the three months of lockdown. So there is real potential, and as renewable supplies 

grow, the government should reflect on the future of electricity markets. We need government 

commitment to develop individual strategies for nascent renewable sectors, like hydrogen, 

bioenergy, tidal power and small modular reactors if the UK is to translate our scientific and 

research breakthroughs into industries which can contribute meaningfully to net zero.  

As the country with the largest offshore wind capacity and an extensive gas-pipe network, the UK 

has a potential comparative advantage in producing ‘green hydrogen’ via electrolysis using 

electricity generated from offshore wind, which gas could be safely distributed and handled for 

industrial and domestic fuel use.  

Manufacturing industry is one the largest contributors to carbon emissions, and while many 

sectors or individual businesses are working hard to improve their environmental impact, engaging 

with industry to develop mechanisms to support fuel switching or electrification of industry, would 

encourage industry to meet this challenge. Support for producers and users of traditional carbon-

based sources of energy must be conditional on developing a transition towards net zero.  

Transport 

Government has a major role to play in managing the extent of emissions from transport, whether 

in public transport or private vehicles. 

To stimulate motor manufacturers to bring forward fossil fuel free vehicles, the Government should 

bring forward the date to end sales of petrol and diesel cars to 2032, as recommended by the 

Committee on Climate Change. This will require a comprehensive and rapid expansion of charging 

or refuelling networks, to ensure electric and hydrogen fuel-cell vehicles are a practical alternative 

to petrol and diesel, as well as potential reforms to vehicle and road use taxation. 

The government is right to encourage uptake of walking, cycling and e-scooters to travel. This is a 

much cleaner and healthier way of travelling in cities and will reduce congestion on our roads.  

Similarly, to reduce the number of people who need to commute, the government commitment to 

rollout superfast broadband needs to be accelerated, not least if 5G is now going to take longer, to 

all parts of the country. The ability to work from home across the country cuts commuting, but also 

levels-up economic activity across the country and create jobs in areas with historic 

underinvestment.  

Commercial transport of freight and consumer goods also contribute significantly to emissions, 

whether through vans and lorries, shipping or aviation. So duties should be reformed to incentivise 

cleaner alternatives, and government should work with industry to set realistic and ambitious long 

term emission goals to stimulate demand for alternative fuels.  

Green Finance 

The UK’s position as a global centre of international finance has a vital role in ensuring climate risk 

is considered, recognised and acted upon by the worldwide financial community. The UK is 
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already leading the world in transparency of reporting requirements to inform investors of the 

environmental impact of a company or pension fund’s policies and activities. It is also a leading 

source of capital to stimulate investment in emerging technologies. 

But more should be done to build on the UK’s existing framework of financial law and governance 

to make climate-related risk reporting mandatory. The government has yet to issue any green gilts. 

As there will be greater public debt issuance this year than ever before, the UK has an opportunity 

to start funding its green initiatives with green gilts and so encourage the UK as a leading market 

for green investment. 

Land Management 

Conservatives know well the difference that responsible land management can make to the 

environment. The Agriculture Bill and the Environment Bill (with the Fisheries Bill for the marine 

environment) are collectively the greatest opportunity to influence improved land use for decades. 

The devil will be in the detail of the new ELMS support system, which needs to encourage farmers 

to meet our high food standards but also to build on the objectives of the 25-year Environment 

Plan, including supporting biodiversity and nature solutions as well as improving water, air and soil 

quality.  

The potential for carbon capture and storage, through afforestation and the restoration of peatland 

and wetlands, will help meet net zero, but also need to be coherently integrated within the ELMS 

mechanism. 

Built Environment 

The built environment accounts for nearly 40% of national energy use and approximately one third 

of UK emissions, but progress in the decarbonisation of buildings has slowed. Enhancing energy 

efficiency of the UK’s housing stock is critical in achieving our net zero target. 

With an ambition to build 300,000 new homes every year by the mid-2020s, the government must 

use its new Future Homes Standard to ensure homes are built to a standard which achieves low 

energy use, without subsequent retrofitting.  

But the main prize is improving energy efficiency among the 29 million homes already in the UK, 

which account for 20% of UK emissions, of which 19 million do not meet the target energy 

performance standard of EPC C required by 2035. The benefit of tackling this issue is clear – it 

cuts emissions; it creates jobs in every area of the country; and it cuts household bills.  

But the cost and disruption from retrofitting can be significant. Our manifesto commitment to invest 

£9.2bn improving energy efficiency within homes, schools and hospitals, with £2.5bn over 5 years 

providing Home Upgrade Grants for fuel poor homes is focussed on social housing and public 

buildings, not owner occupied or private rented homes which make up some 75% of the housing 

stock.  

There has regrettably been a 95% decline in installation of domestic energy efficiency measures 

since 2012, as support mechanisms declined, which means the rate at which homes undertake 

energy improvements need to increase by a factor of seven to meet the targets set out in the clean 

growth strategy. The main barrier for example to uptake of heat pumps is the high up-front cost of 

capital equipment and adaptations required, such as underfloor heating. The Spending Review 
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needs to introduce replacement schemes for the RHI and other support mechanisms with 

improved green finance loans for alternative energy systems, like heat pumps, or other capital 

grant schemes to stimulate uptake of innovative energy efficiency technologies.  

Conclusion  

There are many more measures which need to be developed to achieve net zero Britain. Here we 

seek only to highlight some of the actions the government should take – it is by no means 

exhaustive. In a fast-moving challenge, where new science and new technologies have vast 

potential to address the climate emergency we face, the best action the government can take is to 

be ambitious and forward looking.  

Finally, while the policies outlined above will help the UK meet our net zero ambitions, climate 

change does not respect international borders. We have a unique chance to show the world how 

economic growth and cutting emissions can go hand in hand. The UK can use the necessary 

steps we must take to emerge from the pandemic to set a global example for a green recovery, to 

help convince others to work together to improve the environment for us all.  

 

 

 

 

 

 

 

 

 

 

 

Recommendations  

1) Embed achieving net zero within policy making across government, so every 

department is required to pull its weight to meet net zero by 2050 

2) Back British green industries of the future and low-carbon infrastructure 

projects, such as electric and hydrogen fuel-cell vehicle manufacturing, and 

renewable energy projects. 

3) To reduce the number of people who need to commute, the nationwide rollout 

of superfast broadband needs to be accelerated, not least if 5G is now going to 

take longer.  

4) Start funding British green initiatives with ‘green gilts’ and so encourage the UK 

as a leading market for green investment.  

5) Use the Future Homes Standard to ensure homes are built to a standard which 

achieves low energy use, without subsequent retrofitting. 
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Appendix 1 
 

From the HM Government Green Paper, ‘Building Our Industrial Strategy’, January 2017: 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/

611705/building-our-industrial-strategy-green-paper.pdf 
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